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7. 	 For Class Ill NFs which are approved as a combination of ventilator/respirator type and 

some other SCNF type listed at section 3.3(a)3ii, the reasonable limit for maintenance 

and replacements will be determined by multiplying the current costs of maintenance 

and replacement attributable to each type of SCNF patient times the respective cost 

per square foot maintenance and replacement cost limits. The products will be totaled, 

and then divided by the total current cost of maintenance and replacement expenses. 

The resulting combined cost limit will then be multiplied by thereasonable long term 

care square feet of the SCNF to determine the maintenance and replacement screen. 

\ Vent A C E 
Other -B D -F 

Total G H 

Weighted limit per square foot = H/G. 

Total reasonable limit = Weighted limit x Square feet. 
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8. Base period expenditures in excessof this maximum allowance may be . 

carried forward and applied in future years in which expenditures are below 

their respective maximum allowances. 

i. 	 Actual expenditures that are below the limits for the base period, may be 

carried and applied to excess expenditures in subsequent years. The 

following example illustrateshow two typical NFs would be affected. 

Savings are indicated in parentheses, for example, (20.00) means a 

savings of $20.00. 

YEAR No. 1 

Actual Expenditures 

Limit _-

Excess (savings
\ carried forward) 

YEAR No. 2 NF A 

Actual Expenditures 
Carried forward 
Total Eligible 
Limit 
Carried forward to Year No. 3 
*included in rates 

NF A 

$130.00 

$I00.00 

$ 30.00 

EXAMPLE 1 

$ 60.00 
+$30.00 

$ 90.00* 
$105.00 
($15.00) 

NF B 

$ 80.00 

$100.00 

($ 20.00) 

EXAMPLE 2 

$ 85.00 
+$30.00 

$115.00 
$105.00* 
$ 10.00 

96-9-MA(NJ) 
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YEAR No. 2 NF B EXAMPLE 1 EXAMPLE 2 

Actual Expenditures 
Limit 

$120.00 
$105.00 

$130.00 
$105.00 

Plus Carried Forward +$20.00 +$20.00 
Revised limit $125.00 $125.00 
Carried forward to Year No. 3 $ (5.00) $ 5.00 
*Included in rates 

9. 	 Expenditures for replacements, capitalized maintenance and leases will be 

prorated to nursing patients, based upon the ratio of nursing square feet 

(including a prorated share of common areas) to total plant square feet. 

3.15 Prop* insurance 

(a) An allowance for property insurance will be developed for each home as follows: 
\ 

1. 	 Base period property insurance costs per dollar of appraised value and per 

dollar of 1977 replacementcostswill be calculated for all Class I NFs. 

Separate calculations will be madefor Class II facilities and each type of 

Class Ill facility. 
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2. 	 Mathematicaltechniqueswill be appliedto this data t o  develop 

formulas describing the normal re1 ationships between property 

insurance costs and appraised values and estimated replacement 

costs. Separateformulaswill be developed f o r  urban and non 

urban NFs. 

3 .  	 The proceduresdescribedinthepreceedingsection (3.14) will 

be used t o  eliminateextremes and t o  developtheformula t o  

be used tocalculatethereasonablenesslimitforproperty 

insurance,exceptforthecalculation o f  Class 111 l imi t s .  

4. _- Each NF’s reasonableness 1limitt perreasonableplantsquare 

foot will be developed by applyingthis  formula t oi t s  

par t icu lar  fac tors  and imcrementing the  r e su l t  by 10 percent. 

No allowance will be provided f o r  p lan t  square feet considered 

unreasonable per section 3.7(a) 1. and 2 .  ? 

3.16 Target Occupancy Levels 

(a) A t a rge t  occupancy level o f  95 percentof bed-dayslicensed 

(excludingquietbeds) will be used t o  developthereasonableper 

diem amounts ofthefollowingrate components: 

1. Propertytaxes; 

apr 3 0 1991 

i 
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2. 


3 .  

4 .  

Ut i l i t i e s ;  

Specialamortization; 
0 

.. 

CFA for: 

i .  Buildings and buildingequipment; 

ii . Land and l a n d  improvements; 

i i i .  Moveable equipment; 

i v .  Maintenance and replacements; 

v .  Propertyinsurance. 

(b) For Class I I 1  NFs, i f  the base period Medicaidoccupancy i s  80 percent 

o r  greater,  the target occupancy for  the  ra te  components i n  ( a )  above 

-. will be 90 percent. 

(c )  The per diem amounts foral lother  expenses w i l lb e l a s e d  upon 
~ ~ 

reasonable base periodcostsdivided by actualbaseperiodpatient 

days ( b u t  no  l ess  t h a n  85 percent o f  t h e  licensed bed days will  be 

used). 

1. Actualbase ~ period patient days shall include paid bed hold days. 
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(d) 	 For new Class I and Class I1  facilities an occupancy rate of  80 

percent will be usedfor provisional rates during the first year of 

operation subject to retroactive adjustments to actual occupancy 

should it exceed 80 percent (but no higher than 95 percent will be 

used). 

\ 

(e) For new C1ass I I1 NFs, an occupancy rate of 80 percent will be used 

for provisional rates during the first year of operation. The 


retroactive adjustment from an interim to an actual rate for the 

/ ,  , . . '  

1 ' first year of operation shall use actual occupancy should it exceed 

80 percent (but no higher than 95 or 90 percent will be used as 

determined by (a) or (b) above. 
.. 

3.17 Restricted funds 
) 

( a )  	 Where donor restricted funds have been expended for operating 

purposes and,accordingly have beenreportedas an expense 

recovery/elimination, the availability and use o f  such funds will 

not be taken intoaccount in establishing rates to the extent that 

they produce actual unit costs below the median unit costs and NF's 

developed for determining reasonableness. (It should be noted that 

the availability or use of such funds will not be taken into account 

at all with respect to CFA calculations.) 

.i-. 

. .  

. I  
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to
(b) The intent ofthisprovisionisexclude, in screening, 


made donor-restricted not to
expenditures from funds, but 


"appropriate" such funds where they result in net costs below the 


median. 


3.18 Adjustments to base period data 


(a) As described in previous sections of these guidelines, with the 


exceptionof capitalitems, rates will bebased substantiallyupon 


actual base period costs.
This section provides for adjustments I 
to reasonable base costs in establishingperiod prospective rates. t 

_- . .  

- : _ _-. 

1. Appropriate adjustments will be made to reasonable base period costs 
 -. 
. .  . 
-;: 

' ;  	 for the effect of changes between the base periodand theprospective 1: 

rate period in: 

i. State or Federal standards of care; 


i i .  Definitions o f  ''routine patientcare services'' 1 
reimbursable in Medicaid per diems; 

i i i .  	 Limitationsontotalorperdiemamounts o f  special 

patient care services reimbursablein Medicaid per diems. 
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2. 	 NFs may also request that cost in addition to base period 

expenditures be included in the prospective rates owing to: 

0 

i. 	 Actions mandated by governmental authorities and/or 

approved by same in the certificate o f  need process l e g a l  

changes): 

i i . Desires t o  increase the quality of care above that 

attainable at base periodcost levels ("management" changes). 


i i i .  	 Appointment of a specialmedical guardian required to 


authorize emergency medicaltreatment for a patient. 


iv. 	 Emergency evacuation of  a facility which was conducted 

consistent withan Emergency Management Evacuation Procedure 

which has been duly adopted and fully implemented by t h e  

facility. Costs in additions to base period expenditures 

for emergency evacuation shallbe extraordinary costs which 

are directly related Po evacuation, and routine costs which 

exceed base period 1levelss as a direct result - -o f- the 
- _ - ~~~ 

emergency evacuation. 

___ ~.. 

3 .  	 With respect torequests for management changes, the departments 

will take the position that it. is not a prerogative of  a rate 
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setting body to unilaterally make or amend social policies, 


especiallywithrespect tothe appropriateness of current 


allocations ofStateresourcestothecare of indigent NF 


patients. 


reasons, management changeswill be approved onlyin areas where 


quality has been found to be marginal by health facility 


inspection and actual costs are commensurately low. 


Accordingly, in the compelling otherofabsence

4. 	 Where legal and management changes have been approved and the 


approved costs are not expended in the prospective rate period, 


the unspent amount will be recovered from the NF. 

_-

I 
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5. 	 In the case of significant items, the Medicaid program may 

exclude the effectsof legal and management changes from 

rates until the changeis effected, and if necessary, new 

appraisals are made. 

3.19 inflation/deflation 

(a) 	 A provision will be added to reasonable base period costs to provide for 

inflation/deflation between the base period and the prospective rate 

period. Changes in two factors will be used to develop this provision. 

1. 	 Average hourly earnings of manufacturing employees in New Jersey 

as published by the Bureau of Labor Statistics (weighted 60 

percent); 

2. 	 The Consumer Price Index as published by the Bureau of Labor 

Statistics (weighted 40 percent). 

(b) This inflation factor willbe developed by the Medicaid program 

(c) Should the economicfactor as developed for hospitals include a 


